
THE UNDER SECRETARY OF DEFENSE

3010 DEFENSE PENTAGON
WASHINGTON. DC 20301-3010

:- ,- Q 1 ~ , ,r-'J
r'o:::' "~ I:'."L'~...CO JISITION.

TECII"IOLOGY
A/oia lOGISTICS

MEMORAf'IDUM FOR ASSISTANT SECRETARY OF THE ARMY (ACQUISITION.
LOGISTICS AND TECHNOLOGY)

ASSISTANT SECRETARY OF THE NAVY (RESEARCH.
DEVELOPMENT. & ACQUISITION)

ASSISTANT SECRETARY OF THE AIR FORCE
(ACQUISITION)

S{JBJECT: L)I~rl'orml\nce Based Logi~tics

In S(~ptl~mber 2001, the Quadrennial Defense Review (QDR) mandated
lmplementation of pert"orrnance-based logistic~ (PBL) and modern busine~s systems with
lppropriate rt1(~trics to cornpres~ the supply chain. eliminate non-v}llue-added ~tf'.po;, ~nc1
mprove re~_cliJless for major weapons systems and commoditics. PBL delineates
YLltcome pe.1."1'ormance goals of weapon sy,';tems, ensure~ that rc~ponsihilitie~ are assigned.
)X'ovidcs inc(~ntivcs for attaining tllcSC goals alld fal;iliLaLc~ ili~ overalllif~ <.;ycle
nanagement olsystem reliability, suPPol'tability, and total ownership CONtS.

OoD ~jOOO.2-R requires the Program Manager, in coordination with Military
; )ervice logisti,~!\ commands, to include planning for full life-cycle product !\upport
J n~LDagernent a.. fI})rt of the ~tJpport !!trategy documented in the acquisition strategy. A~ I:l
J ninimurn, product support management planning shall addrcs~: integrated !\upply chain!\
: c!~mentcd ~l(pport by system or sub~y~tems; maintaining a relationship with the
'vild'igllt~r ba~(~<l on !\ystem rcadineNs; selection of best-value. long-term product support
I'Toviders and integrator!; based on competition; measuring support performance based on
Iligh-level rn(~trics such as mixNion capable (MC) rates; improved prodllCl at'fordability
~ nd xystem rc:liability; and a dedicated investment in technology refrexhment.

The F'{ 2003-07 Defenl;e Planning Guidance (FYO3 DPG) rcquircs that cach
Il1ilitary Deptlftment submit a plan that identifies it~ implementation schedule for
.pplying PBt. 1:0 all new weapon systems and all Acquisition Category I and II fielded
~\y~tem~. Service PBL Hchedule~ should reflect an objective to aggressively pursue
I rogram implementation end dates tailored, program-by-program, to complete at the
I~ artiest fe~l~il:,I(: dtlte. Service plans for PBL implementation should be prepared in
.Jccordance \vith Attachment I and submjtted to this office by May 1,2002.
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Program-specific PBL implementation planning and progress, per your submitted
;(~hedule, will be reviewed and monitored by thi~ office as developed. Guid~tnce for11t~velopmeIJ.1 

01: PBL strategies and implementation of DoD 5000 Product Support Policy
s currently CI.vailable in our Product Support Guide, "Product Support -A Program
\I1anager's Cruide to Buying Pert.ormance", available on the LogiNtics Plans and Programs
Neb site at !lltJ:llwww.ac .osd.mi1/lo r/new 1 I ~/ rod ~U rt.htm. Addition~l.l plan
format guidancc is provided aN Attachment 2.

My focal point for this effort is Mr. Lou Kratz, ADUSD (LogiRtics Plan~ and
Programs), Clt 703-614-6082 or via e-mail at Louis.Kratz@osd.mil.

K@&~~ ~
E. C. Aldridge. Jr. J

{11 ttachmen1:s
;!l~ statcd

cc:
Deputy Chi,:f of Staff, Army (Logistics)
Deputy Chie:f of Naval Operations (Fleet Rcadiness & Logistjcs)
Deputy Chi(~.f of Staff, Air Force (Installations & Logi!;tic.!:)
Deputy Chi~:f of Staff, Marine Corps (Jnstallation~ & I~ogistic~)
Director for L.ogistics, 14
Director, Dc:f(~nse Logistic:; Agency



DEPARTMENT OF THE ARMY
OFFICE OF THE ASSISTANT SECRETARY OF THE ARMY

ACQUISITION LOGISTICS AND TECHNOLOGY
103 ARMY PENTAGON

WASHINGTON DC 20310-0103

8 JUl LUU,
SAAL-ZL

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE (ACQUISITION
TECHNOLOGY AND LOGISTICS)

SUBJECT: Performance-Based Logistics (PBL)

In accordance with your letter dated February 13, 2002, I have directed Army
Program Executive Officers (PEas) and Program Managers (PMs) to evaluate all
Acquisition Category I and II (ACAT I and II) programs to assess potential for PBL
application. Performance-Based Logistics for ACAT III systems will be left to the
discretion of the acquisition managers until we can assess PBL on the other systems

Implementation of PBL for each Army acquisition program must be operationally
feasible and be able to provide an appropriate return on investment (ROI) or PBL will
not be pursued.

Additionally, I recommend the Under Secretary of Defense (USD (A T&L))
establish and provide more training on such things as, Business Case Analysis
(BCA), and Performance-Based Agreements (PBA) at the Defense Acquisition

University (DAU).

Enclosed is the Army's PBL Implementation Schedule, in the format specified
in your memorandum of February 13, 2002.

The points of cQntact for this action are Mr. Larry Hill, SAAL-ZL, DSN
223-0028/29/30, commercial (703) 693-0028/29/30, or e-maillarry.hill@hqda.army.mil,
and Mr. Roger Hamerlinck, SAAL-ZL, DSN 223-0028/29/30, commercial
(703) 693-0028/29/30, or e-mail roger.hamerlinck@hqda.army.mil.

Enclosure

CF:
DUSD (L&MR)
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CF: (CO NT
PROGRAM EXECUTIVE OFFICERS
AIR AND MISSILE DEFENSE
AMMUNITION
AVIATION
COMMAND, CONTROL AND COMMUNICATINS (TACTICAL)
CHEMICAL AND BIOLOGICAL DEFENSE
COMBAT SUPPORT AND COMBAT SERVICE SUPPORT
GROUND COMBAT SYSTEMS
ENTERPRISE INFORMATION SYSTEMS
INTELLIGENCE AND ELECTRONIC WARFARE AND SENSORS
TACTICAL MISSILES
SOLDIER
INFORMATION SYSTEM
PROGRAM MANAGERS
CHEMICAL DEMILITARIZATION
JOINT SIMULATION SYSTEM

COMMANDERS
U.S. ARMY EUROPE
U.S. ARMY FORCES COMMJ,ND
U.S. ARMY MATERIEL COMMAND, (AMCRDA, AMCLG)
U.S. ARMY TRAINING AND DOCTRINE COMMAND
EIGHTH U.S. ARMY
U.S. ARMY CORPS OF ENGINEERS
U.S. ARMY MEDICAL COMM,AND
U.S. ARMY PACIFIC COMMAND
U.S. ARMY SPACE AND MISSILE DEFENSE COMMAND
U.S. ARMY SPECIAL OPERATIONS COMMAND
MILITARY TRAFFIC MANAGEMENT COMMAND
U.S. ARMY SOUTH
U.S. ARMY INTELLIGENCE AND SECURITY COMMAND
U.S. ARMY CRIMINAL INVESTIGATION COMMAND
U.S. ARMY COMMUNICATIONS-ELECTRONICS COMMAND
U.S. ARMY TANK-.AUTOMOTIVE AND ARMAMENTS COMMAND
U.S. ARMY AVIATION AND r..;1ISSILE COMMAND
U.S. ARMY SIMULATION, TRAINING AND INSTRUMENTATION COMMAND
VICE CHIEF OF STAFF, ARMY
ASSISTANT SECRETARY OF THE ARMY (ACQUISITION, LOGISTICS AND

TECHNOLOGY), ATTN: SAAL-ZR, SAAL-ZT, SAAL-ZP, SAAL-ZM,
SAAL-ZN. SAAL-ZS. SAAL-ZAC
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CF: (CONT)
CHIEF OF lEGISLATIVE liAISON
DIRECTOR OF THE ARMY STAFF
DEPUTY UNDER SECRETARY OF THE ARMY (OPERATIONS RESEARCH)
DEPUTY CHIEF OF STAFF FOR PERSONNEL
DEPUTY CHIEF OF STAFF FOR INTElliGENCE
DEPUTY CHIEF OF STAFF FOR OPERATIONS AND PLANS
DEPUTY CHIEF OF STAFF FOR lOGISTICS
DIRECTOR OF INFORMATION SYSTEMS FOR COMMAND, CONTROL,

COMMUNICATIONS, AND COMPUTERS
DEPUTY CHIEF OF STAFF FOR PROGRAMS
CHIEF, ARMY NATIONAL GUARD
CHIEF, ARMY RESERVE



Army Performance-Based Logistics (PBL Implementation Schedule

1.0 Service-level implementing activities -(Provide a comprehensive list and
discussion of all Service-level activities and initiatives facilitating the
implementation of PBL. Topics included, at minimum, are listed below.

.

In-accordance-with the FY98 National Defense Authorization Act (NOM),
Section 912c, the Army identified 10 weapon systems as pilot programs to
test innovative and creative product support reengineering initiatives.
Today, those systems are in various stages of incorporating their
initiatives, which include PBL principles.
In 1999, the Army began it's Reduction in Total Ownership Cost (R- TOC)
program, which included the development of Performance Plans and
Agreements (PPA), an early version of a Performance-Based Agreement
(PBA) for the Recapitalization Program. The Army identified 17 systems
to use as pilot programs for recapitalization. The PPAs outline high-level
performance measures to determine if an acceptable level of performance
is being met. The PPA is signed by, and constitutes an agreement
between, all stakeholders in the recap process.
On April 1, 2002, The Honorable, Claude M. Bolton, Assistant Secretary of
the Army for Acquisition, Logistics and Technology (ASA(AL T)), signed
the Army's PBL implementation letter. This letter required all acquisition
managers of all ACA T I and II programs to assess their programs for
implementation of PBL and submit their recommendations to the
ASA(AL T). The results of this tasking are summarized in the paragraphs,
which follow.
The Army is currently in development of a PBL Implementation Guide
which is expected to be available for Army-wide use in June 2002.

1.1.1 Goal/Objectives -(Provide the Service goals and objectives for the
implementation of PBL on weapon systems.)

Through the application of PBL, we hope to accomplish the following:

.....

To provide warfighters increased operational readiness
To enhance the logistics response times
To enhance deployment
To reduce the logistics footprint
To reduce logistics costs

1.1.2 Strategy/Approach -(Describe the Service strategy and approach for
meeting the goals/objectives for PBL implementation. Include specific
corporate initiatives, which support PBL. These might include policy,
procedures, training and education, organizational realignments,
technology, legislative initiatives, or financial mechanisms, which
facilitate PBL implementation.'

Enclosure 1



The following outline the Army's strategy/approach to implementation of PBL:

..

We will implement PBL on all ACAT 1/11 systems, and/or sub-systems,
where PBL is proven to be economically and operationally feasible.
PBL will be applied to ACA T III programs at the discretion of the
acquisition manager, with HODA approval.
PBL must be tailored to individual system/component needs.
The decision to implement PBL will be based on a Business Case

Analysis (BCA)
The BCA will be validated by the US Army Cost and Economic Analysis
Center (CEAC)
Performance Based Agreements (PBAs) will be approved at the
Headquarters Department of the Army level.

1.1.3 Decision Criteria -(Provide the decision criteria used to conduct the
business case analysis for legacy systems. Program PBL Plans
should be tailored appropriately applying good business sense.
Describe the process(es) used to determine weapon system product
support strategy and variations or accommodations for different
systems. In summary, define how a weapon system support strategy
is selected and who is responsible.

For all other equipment, the decision to implement PBL will be based on the

following:

....

The Acquisition Category (ACAT) -All ACAT I and II are required to
evaluate their programs based on the following decision criteria. Those
ACAT III programs may choose to evaluate PBL implementation at their
discretion.
The Commodity -The complexity and level of support for the various
commodities that the Army supports differ greatly. This area will deal with
those commodity specific elements in assessing the appropriateness of
PBL.

Service Life -Life Cycle Phase -For the purposes of PBL
implementation, the Army has determined that a system with a short
service life (as determined by the commodity) may not receive sufficient
Return on Investment (ROI) as compared to a system with 20-30 years
service life remaining. Other considerations in this area include looking at
where in the life cycle is the most opportune time to reap the greatest
dividends from PBL implementation.

Operational Requirements -In some cases, the systems' operational
requirements document (ORD) may include provisions that do not lend
themselves to PBL application. Therefore, the ORD requirements are to
be evaluated individually for impacts related to performance-based

language.
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Statutory Provisions -These are such limitations as the depot core
analysis and 50/50 statutes.
Regulatory Provisions -These considerations include such things as:

~ Use of STAMIS systems
~ Following Contractor on the Battlefield Policies
~ Maintaining Total Asset Visibility
~ Use of Standard Distribution Hubs
~ Creating a Seamless/Transparent Logistics System

Linkage to Higher-Level Strategic Plans and Performance Measures -In
this category are such considerations as the requirements of the 000 and

Army Strategic Logistics Plans, among others, that identify high-level
performance measures for the 000 logistics system, i.e., Customer Wait
Time (CWT), Total Asset Visibility (TAV), Operational Availability (Ao),
Mission Capable Rates, etc..

1.1.4 Enablers and Barriers

1.1.4.1 Enablers -(Describe, from a Service perspective, enablers
promoting implementation of PBL support strategies)

.......
Logistics Management Information (LMI)
Automated Identification Technology (AIT)
Use of Contracted Integrated Technical Information System (GITIS)

Long Term Contracts

Embedded Diagnostics/Prognostics

Integrated Digital Environment (IDE)
Temporary Waiver of Contractor on the Battlefield

Performance-Based Agreements (PBA) Policy
Joint Computer-Aided Acquisition and Logistics System (JCALS)

Joint Engineering Data Management Information Control System

(JEDMICS)
Global Combat Support System -Army (GCSS-A)

1.1.4.2 Barriers -(Describe, from a Service perspective, barriers to
PBL implementation)

.

Funding
0 Capturing needed data -cost accounting system
0 TLCSM funding distribution -Quarterly funding -vs- "lump sum"
0 PBL = "must pay" -reduces cdrs flexibility -regardless of priority

0 Taxing of appropriated dollars -instability of funding
0 AWCF rules

Performance Specifications
0 Data Collection and Evaluation (Resource Intensive)
0 Increases reliance on contractors
0 To lowest level is difficult, time consuming, and expensive

3
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0 Make provisioning and spares procurement difficult

Organic Logistics System
0 Not designed for performance specifications
0 No procedures for incentivizing and penalizing Government

organizations
Instability of Design

Statutory Limitations, e.g., 50/50, depot core analysis, etc.
A-76 Study requirements
Contract Types

1.1.5 Resources -(This section will present resources required to
implement PBL consistent with the Service's FYO4 (or FYO5 planned)
paM submission. This section will include a summary of investments
required for PBL implementation and expected efficiencies, if any.)

To date, the Army has identified an unfunded requirement for $4.1 M to perform
the BCAs. An estimate of the implementation costs will not be available until
after the BCAs have been completed.

2.0 Service pal Plans, Guidance, and Initiatives -(Describe any planned,
existing, or in-development guidance to Program Managers regarding the
implementation of PBL. Each Service, in concert with overarching DoD 5000-
series directives and OSD guidance, should develop and disseminate
appropriate implementing guidance and instruction applicable to their suite of
weapon system programs.)

The Army is planning the foJlowing actions to further implement pal:

.....

Incorporate PBL policy into the Army Acquisition and Logistics policies as
they are updated.
Complete and distribute the PBL Implementation Guidebook.
Conduct a workshop with Government/Industry to validate the guidebook.
Conduct a series of "Roadshows" at each of the Army PEG/PM locations,
MACOMs, and AMC MSCs.
Develop a Video or \'Veb-based lecture on PBL
Send Army personnel to available DAU training on PBL

3.0 Implementation Schedule -(This section provides the Service PBL
implementation schedule by weapon system. In table format, present top-
level PBL implementation schedules for all weapon system programs meeting
the DPG criteria. For each system, indicate the implementation start date and
end date (fully implemented).)

Attachment 1 identifies those Systems/Components for which PBL principles
have already been applied.

4



Attachment 2 identifies the schedule for those Army Systems/Components that
are believed to be potential candidates for implementation of PBL. This schedule
shows the dates by which a Business Case Analysis (BCA) will be completed
and at which point a determination can be made whether to actually implement
PBL.

4.0 Exceptions to pel Implementation -(In table format, identify programs
that will not transition to PBL with a brief summary statement of the
conclusions which support his decision.)

Attachment 3 identifies those systems/components for which the Army does not
plan to pursue implementation of PBL. The reason(s) for not implementing PBL
on these systems centers around the barriers to PBL and the Army decision
criteria that has been established.

The Army intends to exempt the following from implementing PBL:

Expendable or consumable items
Industrial plant equipment

..

s
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PERFORMANCE-BASED LOGISTICS (PBL]
POTENTIAL CANDIDATES SCHEDULE

PEG/PM SHORT NAME FY2002 FY2003 FY2004 FY2005 FY2006

STRICOM

!WARSIM

PEOAMD MEADS

I~AMD

JLENS 1005

PEOTM I LOSAT

I APKWSjPEOTM

RESOURCES

REQUIRED

No Added
Funds Reqd
No Added
Funds Reqd
No Added
Funds Reqd
No Added
Funds Reqd
$225K l~O3

~

Q04- 2Q04

2Q04

!HELLFIRE 

II and

Longbow
HELLFIREPEOTM

1$3~K

2003 2004
, PEOT~- IGMLRS ~$17~ 14002 12003

INO Added

Funds Reqd

'PEOTM

HIMARS 1QO2 1003

)PEQIM

'M270 ~RS 1$275K 13QO2 13003

I 

M270A 1 MhRS 1$350K ~4QO2

~

QO3 1QO3-

3QO3
PEOTM ATACMS

APACHE M-
T ADS/PNVS

$225K
No Added
Funds Reqd
Resources
are Already

Programmed

PEOAVN 3002

!PEOAVN

TUAV 3002
rp-EOAVN ICH-~RECAP l$350K

'$150K +

$20.65M to

implement
usingTRM/OMN??

PEOAVN
UH-60M

B!~de5/Di5play
Comanche RAH-
66

[No Added

Funds Read

IPEOA~I 

No Added'Funds 
Reqd

[PEOGCS

FCS
$250K +

$4.6Mevery
yr after (This
is the amount
of TRM
money that
would be
necessary to
fund the

contract)PEOGCS ABRAMS DSETS

I 

FYO4 FYO5
ABRAMS CE~
LRU'S

IPEOGCSI$:?~I 

FYO4 FYO5
FYO3-
FYO3

lPEOGCS

BRADLEY

I 

$285K

As of: 1300,18 Jun 02 Attachment 2

ded

Read



PERFORMANCE-BASED lOGISTICS (PBl:
POTENTIAL CANDIDATES SCHEDULE

INOA

Fund

ICRUSADER

1003

IPEOs;?CS

IAV

.4002

.1004
Resources
Not Currently
Identified

I 

PEOGCS
I L W 155 Howi~zer

Subject to
Availability of
Funds,PEOC3T 4QO2 4005

[No Added
IFundsReadWIN-T ,FYO5
INo Added

Funds Read

IJTRSIComplete

CGS AN/TSQ-
179
ATIRCOM/CMW

PEOC3T

PEOIEWS 11003

llQO5

INO Added

Funds ReqdPEOIEWS ~S

No Added
Funds Reqd

IPEOIEWS,SGF-HT'

FYO6FYO5
Program
Terminated

!PEOIEWSIBCIS

No Added,Funds 

ReqdPEOIEWS

IFIREFIND~

12002

12QO5IPEOSOLDIE

OICW

$900K +

$775K to

implementlusingITRM/OMA/??

1003J

$180K ,1003

IPEOEIS

rPEOEIS
1004-
4004

!JBPDS1$100K

Attachment 2As of: 1300,18 Jun 02

,dded

Is Reqd



PERFORMANCE-BASED lOGISTICS (PBl)
POTENTIAL CANDIDATES SCHEDULE

FY2007 FY2008

14008

13009-
1011

Attachment 2As of: 1300,18 Jun 02



PERFORMANCE-BASED lOGISTICS (PBl;
POTENTIAL CANDIDATES SCHEDULE

13QD8

Attachment 2As of: 1300,18 Jun 02
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